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We have considered your application for tax-exempt SVATLS under
section S501(c)(3) ot the Internal kevenus Lode.
s e : )

- . , £ :
# ihe avidencse presented disclosed that you were 1ncorparatved on
. under the not-for-profic coerporation taw in the

The purpose for which thz coipuration was Tormed are to “provide
axpertisp necessary to alluw schools st the primary, secondarsy,
college and ‘university level to educational retforms and ressarch
with effective 'iem ~= <3chnology. To provide the know how tor
the appropriacte application of technologv 1r educsationa)
settings. To enhance the teaching, learning and management
. To assist education organizations with tha deve lopment
ot specific strategies and acrion plans designed to address both
tecihnology and its users. 7o deveicp programs 1in techno logy
planning, educationa) rescarch, and protessional development.
To be employed by privata schools,. public school systems,
sducation consortiums and institutions of higher education anc.
o cther educational organizations nationwide. To monitor current
L. research and development on aducational 1mprovemenrt. To assist
i educators 1in harnessing the power of technology to align loca)
5 curricula with emerging national currjculum standards and to
'ménage the instructional process. Toilprovide research tocusing
; on the development of ‘innovative practices tTo support a varisty
v of restructuring initiatives, alternative assessment procedures
i and program evaluations for public schoolils at all leveis, T
develop curriculum pians and pilot projects to enhance the
teaching, learning, and management 1n schools, districts and
universities."
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The information submitted with your application (U253 indhrcates /
tnat the organization is A sumcecsor To a for-profit entity. ,
The Fresident/Uirector of the newly organized nonN=protTit was the
sole proprietor of the predecessor tor profit cntity.
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Your primary activity is providing consulting sarvices to schooi
zystems, public schooi systems, educational consortiums arnd
institutions of higher ®ducation regarding “resesarch, planm g
and implementation a®tivities that Iink educational retorm . .::
the effective use ot technology.® This organtxatieon Y a "s o onac
and end-user-driven organization.” The research proJgscts ar.
determined based on ingquires and reguests received by the .
organization. The research is managed by the program cirector.
Your statf “"trains teachers and assists educational
organizations with the develocpment ot gpecitic sirategies and
action plans designed to address both technology and 1dcts

users " This organization “and 1t's cliancs’ praimary migsion is

-two—-fold. Une iz to aid schools that ars attempTing to

integrate educational reforms. The second s to research the
etfecrivenass of new technology and devaliop ways €0 use this
technology as an educationa) tool.* This will gresrly ernhance
the teaching, learning and management processes. "The staf+t
trains teachers and assists educational organizations with
development of specifid'srraiggios and action plans desigried vo

address both technology and iTs users. in addition, chis

‘organizaction provides “services which include conducting

planning studies, developing and Analyzing bid specifications,
performing technology applications audits, planning sch~ol and-
campus facilities, designing networks and demonstrating new
em®erging technologies.” Your major source of tinancial supporrt

-1s from your consulting contraccs. These contracts are bassd on

8 per diem or hourly rate based upon the level of expercise
required plus % charge for indirect coste and overhead.

Section 501{c)(3) ot the Code provides, 1in part, for the
exemption from Federa! income tax of organizations organized and
opsrated exclusively for charitable, religious, scientitic or
educational purposes, no part of the nert earnings ot which
inures to the benetit of any private sharseholder or individual.

In order to quality under IKC 50i1(c)(3). an organization must be
both "organized” and “operated” exclusively for one or more

purposes specitisc 1n that section. if the organization fails
to meet either the organizational test or the operational tesc,
1t is$ NOT exempct. (Regs. |.501(e)(3)(a)(i)y). The

ocrganizaxiona)l test relates to the rules for governing an "
organization and tha purposes stated in 1ts arcticles ot
organization. The operational test relates to the
organization's activities. '

Saction 1.500(ec)(3)-1(c)(i) of the Regulations states that 5t
more than an ‘insubstantial part of an organization's activities
is not 1in furcherance ot exempt purposes, the organrizaction will
not be regarded as exemprt.
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OuUrt stated that the Presence ot even a s fa,
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er Section S50i(ec)(3) ot the dode,,reqahdless
mportance ot the Truly exempt pUrpPOSes .

=AY ) (i) of the kagulations Grovides, 1n

or more of tAe burpnsas mentioned 1n section
@ unless it serves 4 public rather than a

An organization MaY Mot be exempt if jr ¢
nefic ot private individuals.,

cTion l.501(c)(3)-i(d)(2) of the Regulations Provides tvhat the
term “"char  table"” includes relief of the poor and discressed,
advancementc of educaction and science and the prometion ot social
welfare designed to accomplish any of the above purposes.
Section i.50|\:)§3)—|(d)(3) of the Kegulations provides, 1n
Part, that ths term "educational* relates to the instruction ot
the public on subjects usety] To the Individual andg veneticin
To the community, Museums and schools are included in the
#xamplas oft educational orgnpjzatwons which, 3t vhey ctherwise
meet the requirements of section 500i¢e)(3) of the Code, may
Qualify under this section,

In Revenue Ruling 72-3569, ig72-2 Integrate. 2d5 ¢ was held
that an organizacion formed to Provide managerial and Tonsulting

‘sServices tfor unrelated tax-exempt organizations for the purpesa

~

Qualify as a Code section 50i(e)(3) organization. The
furnishing of services st cost fel) short of the donative
element necessary to classify the 8CTIvities as charitable.

In B.S_W. Group, inc., 70 TC 352, Uec. 35, 175 9t was held thart
an organization that planned on offeraing consulting services ror
& Tee to nonprotfit, limited resource organizations engaged in
various rural-relaced a4cTivities was noc entitled to Tax—-exempt
status becauss it did not operace exclusively tor charitable,
educational or scientific pPuUrposes. In addition , the court
determined that Tthe taxpayer had completely tailed to show that
its own services, or the sarvices performed by ixts conzultants,
would not be 1in competition with commarcial businesses such as
rersonnel agencies, consulting referral services, real esctare
agencts, hbusﬁng rental services, banks., loan companies, trash
disposal firms or environmenctal cq@nsulting companies.
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Like the organizacions described above, you- C lon
provides consultirg services on a regular basa. a Teoe unich
constivutes a tradee-or business ordinarily carrved on for
‘orofit. The face that the services are provides AT & lower rarse

than other similar consulting and management organizations and
solely for non-profit and rax axempt educations | organizav-ons
18 not sutficient to characteryze thie ACTIVITY as charytesle
within the meanirg of section SJdiie)(4) of the Code. Fuvnishing
the services ac cost lacks the donative element necessary to
establish this activity as vnarhtable.

According]y, we concliune that You do not meer the reguiremoncts
Tor exempt stacus undar seaction S0l(ey(3 ) ot the Code and
pPropose to dany yvour requesc for exemprion under that section.

You are required to file & taxable reTurn rorm 1120 or U4 | Wwith
the Districr Director of Internal kevenue Service. Please send
the return to the Intevpal RKeyanue Service, P.0. Box 1680,
General Fost Uftice, grooklyn d NY ijz0z.

tontributions made TO you are not deductible by the donors as
charitable contributions as defined in section 170{c) of the
Code. )

1f you do nort agree with this determination, YOU may request s
Lonterence with the kegional Director of Appeals bLv Drotesting
in accordance with the enclesed instructions within 3U days .,

. Protests submitted which do not contain all the documentation
stated in the instructions will be returned tor complation.

If we do not hsar +rom You within that time this determinacion
will be considsred finai and the appropriate State Ufficials
will be notified. '

It you do nort protest this proposed determination in a Timely
manner, it will be considered by the Internal kevenue Service &s
a failure to exhaust available administrative remedies. Saction
7428(b)(2) of the Internal Kevenue Coﬂ: provides in part that "a
deciaratory judgment or decree under this section shall not be
issued 1in any proceeding unless the Tax court, the Claitms Caurc,
or ths District Court of the United States for the Districet of
Columbia determines that T he organization involved has exhausted
administrative remedies available to 3t within the internal

rRevenue Service."

Sincerely yours,

Uistricf
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